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Thus it appears to us that the theory of unproductive capital 
in its varied forms cannot be always explained solely as an 
artifice of the capitalist class for limiting the capital expended 
in wages, but that it should rather be held to be the effect of 
many causes, and of some not necessarily economic, such as 
the difficulty of transition from one system of production to 
another, whence spring errors, crises, and disturbances, or the 
force of inertia and the conservative spirit which keep in life 
organisms and systems which have become useless or injurious, 
and, above all, the errors and abuses inevitable in a social life 
which is the result of the not well co-ordinated activities of 
individuals and of the struggle of private interests. 

In fine, Loria exaggerates, as it appears to me, the influence 
of land upon capitalistic economy; but this does not diminish 
my admiration for his great talent. Indeed, the very exag- 
geration of this theory serves to bring into, brighter light his 
principal merit, which is to have taken account of the great 
influence which the conditions of property and of production 
from land have in the social distribution of wealth. 

C. A. Costigliani. 
University of Modeka, Italt. 



BOND SUBSIDIES TO RAILROADS IN NEBRASKA. 

Railroad building in Nebraska has been subsidized in three 
ways: first, by State land grants; second, by the issue of 
county, precinct, or municipal bonds ; third, by the donation 
of town lots, depot sites, or other terminal facilities. This 
leaves out of view all federal aid, of which there has been a 
great deal. The bond subsidies have been granted under a 
law approved February 16, 1869, which gives any county, city, 
village, or precinct the right to issue bonds for the aid of any 
railroad or other internal improvement, in any amount, so that 
the total indebtedness shall not exceed ten per cent. (10%) of 
the assessed valuation of the taxable property in the county, 
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providing, however, that the question of whether or not the 
bonds shall be issued shall be submitted to a vote of the peo- 
ple, and also that the conferring of power to raise moneys to 
meet the interest and principal, when due, shall be distinctly 
specified in the election notices. 

At the last session of the legislature a bill was introduced 
"to strike out the word railroads from the list of internal 
improvements that may be aided by any county or city voting 
bonds." It passed the House of Representatives, but was 
killed by the " sifting committee " of the Senate. Under the 
present constitution of Nebraska, adopted 1875 (Art. XI. Cor- 
porations Municipal, Sect. 1), " No city, county, town, pre- 
cinct, municipality, or other subdivision of the State shall ever 
become a subscriber to the capital stock, or owner of such 
stock or any portion or interest therein, of any railroad or pri- 
vate corporation or association." This provision was doubt- 
less inserted in view of the many disastrous attempts made by 
the cities of the Eastern States, and by the States themselves, 
to participate in the profit as well as the cost of corporate 
enterprises by purchasing stock. It was considered better to 
have the public understand that aid, when given, was a gift, 
rather than to allow them to be misled by the prospect of ulti- 
mate repayment. The State itself is without the power to 
subsidize public improvements except by land grants. 

Under the legislation here indicated, subsidy bonds have 
been voted in forty-three counties, as follows : — 



Adams, . . 


$228,000 


Hamilton, . 


$50,000 


Platte, . . . 


$125,000 


Antelope, . 


17,000 


Harlan, . . 


25.000 


Polk, . . . 


60,000 


Boone, . . 


39,000 


Holt, . . . 


58,000 


Richardson, 


160,000 


Butler, . . 


218,500 


Howard, . . 


53,000 


Saline, . . 


48,000 


Cass, . . . 


150,000 


Jefferson, . 


85,000 


Saunders, . 


188,000 


Clay, . . . 


93,200 


Johnson, 


101,000 


Seward, . . 


182,000 


Cuming, . 


100,000 


Kearney, 


18,500 


Sherman, . 


40,000 


Dakota, . . 


144.000 


Knox, . . . 


3,000 


Stanton, . . 


40,000 


Dodge, . . 


120,000 


Lancaster, . 


575,000 


Thayer, . . 


51,000 


Douglas, . 


250,000 


Madison, 


28,800 


Valley, . . 


19,200 


Fillmore, . 


94,100 


Merrick, . . 


60,000 


Washington, 


225,000 


Franklin, . 


30,000 


Nemaha, 


246,300 


Webster, 


47,500 


Gage, . . 


137,000 


Nuckolls, 


104,400 


York, . . . 


213,500 


Greeley, 


5,000 


Otoe, . . . 


250,000 








Hall, . . . 


125,000 


Pawnee, . . 


110,000 


Total, . 


$4,918,000 
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These have been voted to railroads and railroad systems as 
follows : — 



Chicago, Burl. & Qoincy, 
Burl. & Mo., in Iowa, . . 
Burl. & Mo., in Nebraska, 
Atchison & Nebraska, 
Midland Pacific, .... 
Nebraska Railway, . . . 
Brownville, F. K. & Pacific 
Lincoln & N. Western, 
Burl. & S. Western, . 
Omaha & S. Western, 
Repub. Valley, . . . 
Nebraska & Col., . . 



S60,000 
150,000 
190,000 
221,000 
472,300 
48,500 
200,000 
175,500 
155,000 
100,000 
282,500 
4,500 



Total C, B. & Q. System, $2,059,300 

Fremont, Elkhorn & Mo. 

Valley $705,500 

Sioux city & Pacific, . . . 75,000 

Total Chic. & N. Western 

System $780,500 

Coving., Col. & Black Hills, $144,000 

Omaha & N. Western, . . 150,000 

Total Chic, St. P., Minn. & 

Omaha System, . . . $294,000 



Chic, Kans. & Nebraska, . 
Total Rock Island System, 



Missouri Pacific, 

Pacific Railway 

Omaha Southern, .... 

Total Mo. Pac. System, 

Nebraska & Western, . . . 

Total Pacific Short Line 
System, 

Union Pacific, 

Kansas City & Omaha, . . 
St. Joseph & Denver City, . 
Hastings & Grand Island, . 
Omaha, Neb. & Black Hills, 
Omaha and Repub. Valley, . 



$180,000 
$180,000 

$150,000 

190,000 

50,000 

$390,000 

$58,000 

$58,000 

$250,000 
198,200 

9,000 

75,000 

92,800 

531,200 



Total Union Pac. System, $1,156,200 



Grand Total, $4,918,000 



These tables are accurate as far as they go, but are probably 
incomplete. The record of bond issues in the office of the 
Secretary of State is defective, especially as regards the earlier 
issues. The clerks of some of the counties paid no attention 
to letters either from myself or from the State Board of Trans- 
portation, which, through the kindness of Mr. Garber, Sec- 
retary of the Board, aided me materially in the work. 

Lancaster County has voted $625,000 worth of bonds in the 
aid of railroads, including $50,000 which are not reckoned in 
the tables, as they have not yet been issued. This is more 
than twice the amount issued by any other county. Our at- 
tention will be mainly confined to this county, and an attempt 
made to trace the results of the policy it has pursued. 

The Burlington & Missouri River Railroad received a grant 
of land from the United States by an act of Congress ap- 
proved July 2, 1864, on condition that the line of railroad 
should be built and in operation from Plattsmouth to Kearney 
within ten years. The State capital was removed from Omaha 
to Lincoln in 1867; and by 1869 Lincoln had grown to be 
quite a thriving village, but was without a railroad, and every- 
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thing had to be brought from the Missouri River by wagons. 
On November 3, 1868, it was decided at a general election to 
authorize the county commissioners to issue bonds to the 
amount of 1100,000 " to be used in the construction of the 
first railroad that shall be completed to Lincoln." The Bur- 
lington & Missouri River had already surveyed through Lin- 
coln on its way to Kearney, and lands had been reserved for 
its use ; but, having yet five years before the road must be 
built in order to claim the land, the projectors were not in a 
hurry to put any great sum of money into a road that must be 
run at a loss for several years. On the 19th of April, 1869, 
the Board of County Commissioners issued a call for an elec- 
tion to be held the 24th of May following, when the propo- 
sition of voting $50,000 in bonds to the Burlington & Mis- 
souri River on condition that it would have regular trains 
running to and from Lincoln on or before September 30, 1870, 
and for the rescinding of the vote taken November 3, as 
mentioned above, were submitted to the people and carried by 
a large majority, and the road was built as required. 

The statement was made by Mr. Garber of the State Board 
of Transportation {Land Grants and Bond Subsidies, p. 4) 
that the county saved over 150,000, on the item of the ship- 
ment of lumber alone, by making this donation. I have been 
unable to procure definite figures on this point, but think the 
statement not improbable. Even if the rates for a time were 
almost as high as the wagoners charged, the saving in time 
and increased capacity were worth the cost. Mr. Garber's 
opinion that the county made a good bargain, but that the 
obligation should have been met at the time instead of sad- 
dling the burden on " posterity," appears to be sound. 

Immediately after the advent of the first railroad, on Octo- 
ber 11, 1870, it was voted to issue $150,000 in bonds to the 
Midland Pacific Railroad, $100,000 to the Nemaha Valley, 
Lincoln, & Loup Fork Railroad, and $120,000 to the Omaha 
& South-western Railroad upon their building to Lincoln. 
The Midland Pacific fulfilled its contract, and received its 
bonds May 1, 1871 ; but the other two roads were never built 
to Lincoln. On the 7th of November, 1871, bonds were voted 
to the Atchison & Nebraska Road, which was completed and 
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received its bonds January 1, 1872. The reasons given for 
this promiscuous voting of bonds was the need of competing 
lines. 

On October 30, 1871, was issued an order for a special elec- 
tion to be held November 28, 1871, to vote $100,000 to the 
Midland Pacific Company for building " in a north-westerly 
direction from Lincoln." The bonds were voted and stock 
given in exchange for them, but it proved worthless. 

At the time these bonds were voted the Burlington & Mis- 
souri River owned a great deal of land in this county, — every 
alternate section within twenty miles of the road, except what 
had been pre-empted before the road was surveyed. By vot- 
ing these bonds, the people grasped the opportunity to tax the 
Burlington & Missouri River lands, in order to raise funds for 
competing lines ; and this was used as an argument in favor 
of the bonds at the time of the election. This attempted 
shrewdness was futile, for the building of the new roads raised 
the price of the Burlington & Missouri River lands. The lands 
were sold and the purchasers left to pay the bonds, while the 
competing lines were soon absorbed. The Midland Pacific 
was merged in the Burlington & Missouri River Railroad in 
1876, and the Atchison & Nebraska lost its identity in the 
same corporation in 1880. 

It was urged when the early bonds were issued that the 
railroads themselves would pay enough taxes to meet the an- 
nual interest and the principal at maturity. This, of course, 
ignored the fact that roads must have eventually been built, 
even though no bonds at all had been voted. But, to test the 
early assertion by later experience, I have looked the matter 
up for 1887, when the roads paid as high taxes as they have 
thus far done. The three roads are all now controlled by the 
Burlington & Missouri River. 

Assessed valuation of the roads in the county, . . $693,258 

County tax, 12,163 

Interest on bonds, 31,120 

Interest greater than tax, 18,957 

The county having issued all the bonds in the aid of rail- 
roads which the law permitted, an appeal was next made to 
the several precincts and to the city of Lincoln. 
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January 1, 1880, Capital and Midland Precincts each issued 
bonds to the amount of $5,000 to the Omaha & Republican 
Valley line, and the city of Lincoln gave $25,000 to the Lin- 
coln & North-western. January 1, 1885, the city of Lincoln 
gave $50,000 in bonds to the Missouri Pacific Railway, and 
one year later increased that amount by $20,000 more. Jan- 
uary 1, 1886, $50,000 was given to the Fremont, Elkhorn & 
Missouri Valley Railroad ; and about a year ago it was voted 
to issue $50,000 in bonds to the Chicago, Rock Island & 
Pacific, if it should build to Lincoln. 

The argument for giving the subsidy to the Rock Island 
was not that the road would otherwise not come to the city, 
but merely that the city could not afford to offend the Rock 
Island people by refusing to grant their request. 

One result of this persistent aiding of new roads is that 
there are now five competing roads between Lincoln and 
Omaha, and four between Lincoln and Kansas City. There is 
not more traffic between Lincoln and Omaha than could be 
carried on one or, at most, two roads if they were run at their 
full capacity. The shortest line between Omaha and Lincoln 
is about fifty-seven miles. Estimating the actual cost of road 
at $20,000 per mile, we have an actual investment of $1,140,- 
000 for each road, and for the three surplus roads $3,420,000. 
Between the cities mentioned one-half as many roads would 
give even better service than the present number, and in all 
Southern Nebraska there are probably one-third too many 
roads for the country.* 

Lancaster County has never refused to vote bonds, when 
they were seriously asked, and the law allowed it. The result 
has been to make Lincoln a trade centre second only to 
Omaha ; and, by " booming " the south-eastern part of the 
State, and especially the city of Lincoln, the State capital has 
been kept there, despite the early prophecies of its removal. 
Railroads have been so centred at Lincoln that it is the most 
accessible point in the State, though by no means the most 
centrally located. That the property-holders in Lincoln and 
in Lancaster County have been benefited by the subsidizing 

* See Report of Nebraska State Board of Transportation, 1890, p. 122. 
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of the railroads can hardly be doubted; but neither can there 
be much room for doubt that the State, as a whole, would 
have been much more normally developed had the power of 
granting such subsidies been withheld from the local political 

units. 

C. E. Tinglet. 

University of Nebraska, Lincoln. 



THE "OVERPRODUCTION" FALLACY. 

It was asserted by Mill, in his Principles of Political Econ- 
omy,* that it is no part of the duty of economists to consider 
" how a market can be created for produce, or how production 
can be limited to the capabilities of the market," but that 
economists have only to study "how a sufficient production 
may be combined with the best possible distribution." Is this 
a true conclusion ? Are production and distribution the only 
proper subjects for the attention of economists, or should the 
methods by which demand and consumption may best be made 
to keep pace with production and distribution also receive 
attention? Have economists only to study how to promote 
production and facilitate distribution, or should they also 
investigate how to secure the full beneficial enjoyment of all 
that can be produced and distributed ? The different answers 
to these questions are said by Mill to " involve radically differ- 
ent conceptions of political economy, especially in its practical 
aspect " ; and it is consequently of fundamental importance 
that the economist should determine which of these answers 
and which of these conceptions is the true one. 

The proof of the correctness of the answer given by Mill 
to these questions is found by him in the alleged impossibility 
of "general overproduction," — in the impossibility of the ex- 
istence at any time of " a supply of commodities in the aggre- 
gate surpassing the demand," so that " purchasers cannot be 

* Principles of Political Economy, Book III. chap. xlv. § 4. 



